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Economic Problems 


The President of the Deutsche Bundesbank, Mr. Karl 
Blessing, when addressing the German group of the 
International Chamber of Commerce in Berlin on 
April 30, gave a comprehensive report on the economic 
situation now confronting Germany. Mr. Blessing stated 
that, although the international recession had some 
repercussions, particularly in the export sector, eco- 
nomic activity in Germany continues high. A decline in 
foreign orders, which had set in during 1957, is now 
beginning to be reflected in the volume of exports. 
Since a considerable proportion of industry is geared to 
exports, the present trend would normally be reflected 
in the employment situation. But Mr. Blessing sees no 
reason for pessimism, since domestic investment is 
greater than last year and, to some extent, compensates 
for the effects of the international recession upon the 
demand for exports. There is, therefore, no need at 
present to consider monetary measures to combat the 
effect of the recession. The cooling off of the economic 
climate enabled the Bundesbank to lower its discount 
rate to reduce the cost of credit. In addition, favorable 
developments in the capital market enable industry, the 
Lander, and municipalities to satisfy their capital 
requirements more fully than in the past. Investments 
that could not be carried out in 1956 and 1957 for 
financial reasons can now be considered. Mr. Blessing 
added that most investments now being undertaken by 
industry are primarily for rationalization rather than 
for expansion. As long as the capital market offers 
financial facilities and the rate of investment is main- 
tained at a high level, or possibly increased, there is no 
need for concern. The economy stands a good chance 
of compensating for lower foreign demand by sound 
internal economic development. In his opinion, the for- 
eign exchange reserves are sufficiently large to pay for 
all imports that would be required to maintain a high 
level of domestic activity. 

Mr. Blessing considers the wage and price problem to 
be the weakest spot in the economy. In the first two 
months of 1958, wages and salaries were raised by 5-6 
per cent for some 4% million employed persons. The 
present trend is unsatisfactory, although unions appear 
to appraise their position more realistically and em- 
ployers are less inclined to grant wage increases, finding 
it more difficult to pass on cost increases to the con- 
sumer. Although increases in wages and salaries are 
less sharp than in preceding years, they are such as to 
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prevent—or delay—the downward adjustment of prices 
stemming from the present economic situation. The 
point now appears to have been reached in the economic 
cycle at which price reductions on a broader basis have 
entered the realm of possibility. Manufacturers would 
be well advised to follow this policy, rather than to cut 
production, in answer to falling demand. Workers 
should help by limiting their wage demands to a sensible 
level. Mr. Blessing warned that those who imagined 
that, if a wrong course were adopted, the Bundesbank 
would “pull the chestnuts out of the fire by turning on 
the money tap” are deluding themselves. The Bundes- 
bank is legally responsible for the maintenance of a 
sound currency, and it will not tolerate that savers and 
pensioners be made the scapegoats of the community. 

The declining business trends abroad and their effect 
upon German exports have sustained the judgment of 
the monetary authorities, who last year had ignored the 
frequent advice to appreciate the deutsche mark. An 
appreciation of the currency in the summer of 1957 
would have increased considerably present export diffi- 
culties. 

Mr. Blessing warned that the present trade and pay- 
ments surplus is, to a considerable extent, the result of 
favorable terms of trade: imports benefited from the 
drop in raw material prices, while export prices had 
barely begun to fall. This condition is not likely to last 
for very long. He stated that he is aware of the effect 
which the foreign exchange inflow into Germany has 
upon the liquidity position of other countries and that 
the German surplus position entails certain responsi- 
bilities in this regard. Germany therefore intends to 
continue giving aid to other countries. In this connec- 
tion, he cited as examples the purchase of notes from 
the International Bank for Reconstruction and Devel- 
opment, the credit to France through the European 
Payments Union, and the intention to deposit a further 
£50 million (DM 600 million) in England as advance 
payment for future arms deliveries. In addition, debt 
repayments have been increased, and it is hoped that the 
improvement in the capital market will permit the repay- 
ment of outstanding external loans by conversion into 
internal loans. Mr. Blessing described the considerable 
freedom of capital transactions and stated that the con- 
tinued internal need for capital and high interest rates 
still tend to discourage a large outflow of private 
capital. 
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Referring to the task of helping less developed coun- 
tries, which Mr. Blessing said Germany has to face, he 
ruled out the possibility of large-scale aid from budg- 
etary funds. He suggested instead that new ways be 
found to facilitate the medium-term financing of com- 
mercial exports. Two concrete suggestions were (1) to 
turn over the exporters’ outstanding claims to a special 
credit institution, which in turn could refinance itself by 
issuing medium-term bonds (hitherto, the exporter has 


U.S. Development Loan Fund Activities 


The first agreement for a loan from the U.S. Devel- 
opment Loan Fund (DLF) was signed on May 16 by 
the United States and Honduras. Under the agreement, 
Honduras is receiving US$5 million, which will be used 
to.fimance the-local currency. costs of highway projects; 
the cost of imported equipment, materials, and services 
is being financed by a loan from the International Bank 
for Reconstruction and Development (see this News 
Survey, Vol. X, p. 353). The DLF loan is for 20 years 
at an interest rate of 342 per cent. Provision is made 
for repayment of the loan in lempiras. 

On May 20, DLF announced plans to lend $39.4 mil- 
lion to five countries for basic economic improvements. 
DLF now has available a total of $300 million for easy 
term loans to underdeveloped countries. The Admin- 
istration is seeking the appropriation of an additional 
$625 million, authorized last year, as part of its budget 
this year. 

The loans that were announced on May 20 will be 
finalized in the near future. They may be repaid in local 
currency at interest rates of 342-5% per cent over 
periods ranging from 7 to 30 years. 

The plans as announced cover loans of $2.5 million 
to Ceylon,to import irrigation and highway maintenance 
equipment. J/srael will receive $15 million to import 
electrical generation, transport, mining, and agricultural 
equipment. It is reported that a substantial amount of 
this loan will go to Israeli private businesses. A loan of 
$5.5 million will be made to Pakistan, to improve the 
water system of Karachi. The United States will also 
provide $8.4 million in Pakistan rupees, derived from 
sales of surplus agricultural products, for local currency 
costs. Loans totaling $6.4 million are being author- 
ized for Taiwan, to finance the purchase of diesel 
engines and central traffic control equipment, a cement 
plant being constructed by a private firm, and expansion 
of the fishing fleet. Turkey will receive $10 million, 
which will be loaned to the Turkish Industrial Develop- 
ment Bank, an official agency, to meet the foreign 
exchange costs of private industrial development. 

Earlier this year, plans were outlined for a credit of 
$75 million to India; this credit has not yet been 
finalized. 
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had to keep all such claims in his portfolio, thus limiting 
the total credits and the volume of exports he could 
undertake), and (2) to rely more heavily than in the 
past upon funds now accumulating from the repayment 
of loans granted originally from ERP counterpart funds. 


Source: Deutsche Bundesbank, Ausziige aus Presse- 
artikeln, Frankfurt am Main, Germany, 
May 2, 1958. 


Sources: Department of State, Press Releases, Wash- 
ington, D.C., May 16 and 20, 1958; The 
Journal of Commerce, New York, N.Y., 
May 21, 1958. 


Allocation of Tin Quotas 

The International Tin Council has decided to hold 
the rate of tin production at 23,000 tons for the July- 
September quarter, and thus to continue to apply restric- 
tion at a rate of about 40 per cent (see this News Sur- 
vey, Vol. X, p. 266). The market price of tin is just 
above the “floor” price of £730 per ton. Thailand’s 
quota is to be raised from 1,690 tons to 1,920 tons, and 
Nigeria’s from 1,228 tons to 1,357 tons. Indonesia’s 
quota will be reduced from 4,699 tons to 4,464 tons, 
and Bolivia’s from 4,700 tons to 4,580 tons. The 
Malayan quota remains unchanged at 8,625 tons. 

The exports of Russia, the largest nonrestricting 
producer, and of Poland to Western Europe amounted 
to 3,100 tons in January-February 1958, against 9,300 
tons in the entire year 1957. The total possibly includes 
some transit trade in Chinese tin. 

Source: The Economist, London, England, May 10, 
1958. 


Sterling Area Trade 

A marked change in exports of sterling area countries 
is reported for the fourth quarter of 1957. For the first 
nine months of the year, the rate of increase in the value 
of exports was 7 per cent—a little higher than the 1956 
rate. In the fourth quarter, however, sterling exports 
stopped expanding and were about 2 per cent lower 
than a year earlier. There is little doubt that a consid- 
erable decrease has occurred in the early months of the 
current year. These trends reflect the growing evidence 
of a recession in world trade, which includes a sharp 
falling off in the expansion of exports of manufactured 
goods as well as a decline in the prices of primary 
products. 

Imports of the sterling area rose still further in 1957 
and were 7 per cent higher in value than those during 
1956, the previous record year. Countries of the over- 
seas sterling area accounted for the greater proportion 
of the increase. In the first quarter of 1958, the value 
of imports was 12 per cent below the value in the corre- 
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sponding quarter of 1957; this was due mainly to lower 

prices and, to a slight extent, to the carry-over of trade 

in the early months of 1957. 

Source: The Financial Times, 
May 9, 1958. 


London, England, 


Europe 


U.K. Trade 


According to provisional figures of the Board of 
Trade, both imports and exports of the United King- 
dom in April were lower than in March. The excess of 
imports c.i.f. over exports and re-exports f.o.b. widened 
from £26.7 million in March to £33.6 million in April. 
Rather more than half the increase was caused by a fall 
in re-exports from the abnormally high figure for March, 
which was due to large shipments of fur skins after the 
London auctions. 

Exports in April were valued at £265.5 million, 3 per 
cent less than the monthly average for the first quarter. 
For the first four months of 1958, the value of exports 
was 1% per cent below the value in the same period a 
year earlier, excluding the repayments of silver bullion 
to the United States in 1957. Imports in April amounted 
to £310.9 million, almost the same as the monthly 
average in the first quarter; the value for the four 
months January-April was 112 per cent less than in 
the same period a year earlier. 

Shipments to North America in April were valued 
at £36.2 million, 442 per cent more than the monthly 
average in the first quarter. Exports to the United States 
fell to £18.8 million, 13 per cent less than the monthly 
average in the first quarter. 


Source: The Times, London, England, May 14, 1958. 


Unemployment in Great Britain 

The number of persons registered as unemployed in 
Great Britain'on April 14 was 444,000, including 
36,000 temporarily stopped from work. The number 
registered on March 17 was 433,000, including tem- 
porary unemployment of 37,000. Unemployment, as 
a proportion of the estimated number of employees, 
was 2 per cent in April 1958; in April 1957, it had been 
1.6 per cent. The number registered as unemployed in 
Northern Ireland on April 14 was 51,276 (10.8 per 
cent). 


Source: The Times, London, England, May 8, 1958 
Irish Budget 


The Irish Minister for Finance, introducing the 
budget for the financial year ending March 1959, an- 
nounced minor reliefs affecting cinemas and a small 
additional grant to assist the promotion of Irish exports. 
He stated that the maximum period of tax exemption 
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for profits granted in respect of new or increased exports 
would be increased to ten years, and that the Govern- 
ment might decide to give a 25-year period of complete 
tax exemption on profits derived from new bona fide 
export businesses using air freight and established within 
the confines of the Free Airport Area. 

The capital requirements of the State for the year 
ending March 31, 1959 were estimated at £36.25 mil- 
lion, slightly less than actual requirements last year. 
The Minister indicated that from now on there will be 
a tendency for social investment to fall because arrears 
of housing and other social needs are being overtaken. 
The Capital Investment Advisory Committee is at pres- 
ent engaged on a general report dealing with the prin- 
ciples on which future development should be based; 
and the Department of Finance, together with other 
government departments and’ state bodies, ‘is engaged 
in a study of how best to remedy Ireland’s economic 
difficulties and to realize its development opportunities. 
The studies will form the basis of discussions with rep- 
resentatives of the International Bank for Reconstruc- 
tion and Development, which are scheduled to begin 
in June. 

Source: The Financial Statement of the Minister for 
Finance, Dublin, Ireland, April 23, 1958. 


Norway's Balance of Payments 

Preliminary figures for Norway’s balance of pay- 
ments show a current account deficit of NKr 190 mil- 
lion (US$26.6 million) in the first quarter of 1958, 
against a surplus of NKr 19 million in the first quarter 
of 1957. The main reason for the deterioration is that 
net freight earnings this year were 20 per cent less than 
in the same period last year. In view of conditions in 
the freight market, the demand was low for second- 
hand ships that are sold by the Norwegian shipping 
companies, and exports of such ships in the first quarter 
fell more than NKr 100 million below exports last year; 
at the same time, imports of ships rose a little. The 
trade account shows a slight decline in exports excluding 
ships; at the same time, imports fell by 8 per cent, 
mainly because of lower import prices. 

Despite the deficit on current account, Norway’s for- 
eign exchange holdings remained practically unchanged. 
This was due both to foreign borrowing by the shipping 
companies in connection with imports of ships and to 
other private short-term borrowing in the United States 
where the credit market is easy. Furthermore, there 
was some drawing on the European Payments Union. 
The errors and omissions item, representing the differ- 
ence between the balance on current and capital ac- 
count, indicates an inflow of NKr 78 million in the first 
quarter of 1958. It has not been possible to explain 
this statistical difference. 
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Source: Statistisk Sentralbyra, Aktuell Statistikk, Oslo, 
Norway, May 13, 1958. 


Portugal's 1958 Budget 


In its budget for 1958, the Government of Portugal 
has continued its traditional policy of aiming at a bal- 
anced over-all budget. As in previous years, the surplus 
in the ordinary budget (which includes current trans- 
actions and certain investment expenditures of a recur- 
rent nature, on the one hand, and taxes, on the other 
hand) practically matches the deficit in the extraordinary 
budget (including capital expenditures and revenue 
from long-term loans). Over-all revenue and over-all 
expenditure each amounts to nearly Esc 8.6 billion 
(US$300 million). 

Revenue in the ordinary budget is put at Esc 6,774 
million, i.e., Esc 471 million above 1957 revenue. The 
increase—about one third of which stems from indirect 
taxation—reflects the rise in general economic activity. 
Expenditure in the ordinary budget is estimated at 
Esc 6,531 million, an increase of Esc 333 million over 
the preceding year. The increase is evenly distributed 
among the various departments; about one third is 
accounted for by larger outlays for public works and 
communications. The resulting surplus of Esc 243 mil- 
lion on ordinary account compares with a surplus of 
Esc 105 million in the 1957 ordinary budget. 

Expenditure under the extraordinary budget is set 
at Esc 2,047 million; this includes appropriations for 
the six-year development plan and other extraordinary 
investment, and nonrecurrent defense expenditures. The 
increase of Esc 247 million over 1957 is accounted for 
largely by higher defense expenditures. Extraordinary 
expenditures are financed to a large extent by long- 
term borrowing from the market and from semipublic 
agencies. 

The first six-year development plan (1952-58), which 
entailed expenditures of Esc 11.5 billion in Portugal 
and Esc 4.8 billion in the overseas territories, is to end 
this year. In April 1958, the Government submitted 
to Parliament its second six-year development plan, 
which is scheduled to begin in January 1959. This plan 
places major emphasis on the development of agricul- 
ture and fishing, the improvement of communications, 
and the promotion of new industries. It provides for 
total outlays of Esc 21 billion ($730 million) in Portu- 
gal and Esc 9 billion ($310 million) in the overseas 
territories during the next six years. 

Source: Secretariado Nacional da Informacao, Portu- 
gal, Lisbon, Portugal, January-February 1958. 


West German Trade Law 


A draft of a bill for a new foreign trade and payments 
law in West Germany, to replace the foreign exchange 
control legislation enacted by the occupying powers, has 
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been sent to the Federal Government Departments con- 
cerned, to the Bundesbank, and to the Land ministries 
for economic affairs. Discussions will begin shortly, 
with a view to giving final shape to the bill. The law 
would provide the legal basis for regulating international 
trade, capital, and payments relations. The basic prin- 
ciple would be one of freedom of economic activity, 
subject to the right to introduce restrictions that may 
be necessary in carefully defined circumstances. The 
law would authorize the adoption of legal ordinances to 
take account of changes in international economic rela- 
tions, to counter possible prejudicial measures taken 
abroad, to meet the requirements of national security, 
to combat actions that threaten German industry, and 
to issue regulations which are necessary as a result of 
Germany’s membership in international organizations. 
The Saar would automatically come within the sphere 
of operation of the law at the end of the transitional 
period. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 

April 13, 1958. 


Crechoslovakia’s 1958 Budget 


Figures approved by the Czechoslovak National As- 
sembly at its April session indicate that Czechoslovakia 
will have a balanced budget in 1958, with receipts 
exceeding expenditures by the narrow margin of 195 
million korunas. The 1957 budget provided for a 
surplus of 322 million korunas, but preliminary reports 
by the State Statistical Office indicate that the actual 
surplus was 700 million korunas; the larger surplus 
resulted from the failure to make some planned invest- 
ments. Receipts for 1958 are estimated at 94,725 mil- 
lion korunas and expenditures at 94,530 million. Of 
the total revenue, 84.9 per cent will be derived from 
the profits of nationalized industry, 11.9 per cent from 
taxes on individuals, and 3.2 per cent from other 
sources. 

Expenditures in 1958 are to be distributed as fol- 
lows: development of the national economy, 47.9 per 
cent; culture, health, and social services (including 
housing), 39.1 per cent; defense and security, 9.4 per 
cent; and administration, 3.6 per cent. The coal and 
fuel industries are allotted 4,053 million korunas, the 
power industry 2,017 million, iron and steel 2,828 mil- 
lion, and the chemical industry 2,229 million, of which 
a considerable amount will be used to develop produc- 
tion of synthetic materials and artificial fibers, fertilizers, 
and synthetic rubber. 

Further development of the engineering industry will 
be ensured by investment totaling 3,372 million korunas; 
investment in the building industry will total 1,679 
million korunas; and in transport, 6,020 million korunas, 
of which 2,688 million will be spent on the electrifica- 
tion of railroads, mechanization of loading and unload- 
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ing equipment, and other improvements. For purposes 
of research and technological development and the 
rationalization of production, 2,500 million korunas is 
allotted; expenditures on forestry and agriculture will 
be 10,453 million korunas. A total of 36,927 million 
korunas will be spent on culture, health care, education, 
health and social insurance, and other social services; 
this includes 7,078 million korunas for education and 
culture, 5,861 million for health care, 7,254 million for 
health insurance payments, and 10,349 million for pen- 
sions and allowances. 

Expenditures on social services (social consumption) 
are reported to have risen faster than the national 
income during recent years; in 1957, national income 
was 73 per cent, and social consumption 99 per cent, 
above the 1950 level. 

Slovakia’s share in the total budget revenue is 15,824 
million korunas; in expenditures, its share is 17,517 
million korunas, of which 7,721 million is to be devoted 
to economic investments, 8,999 million to culture, 
health, and social services, and 797 million to admin- 
istration. 


Source: Prague News Letter, Prague, Czechoslovakia, 
April 26, 1958. 


Middle East 


German Aid for U.A.R. 


Negotiations between the Federal Republic of Ger- 
many and the United Arab Republic have led to the 
conclusion of a series of agreements covering financial 
and technical aid from Germany to the U.A.R. The 
German Government will facilitate industrial exports 
to the U.A.R. by granting export guarantees totaling 
DM 350 million in advance (via the Hermes Export 
Credit Insurance Corporation). This part of the new 
agreement, under which export credit agreements ex- 
ceeding the customary limit of five years are expected 
to be concluded, raises the total of guaranteed exports 
to the U.A.R. to about DM 500 million (some DM 150 
million of long-term exports had been guaranteed prior 
to the new agreement). This form of assistance, al- 
though different from a direct credit, is expected to 
have similar effects in stimulating exports. 

A large-scale technical aid program involving the 
establishment of special schools and projects for port 
and airport construction also has been mapped out. 
Experts will be put at the disposal of the U.A.R. for 
various purposes, including the prospecting for oil and 
minerals. Further agreements pertain to the return of 
German property: seized property owned by cultural 
institutions, the church, and welfare organizations will 
be returned forthwith, and a mixed German-U.A.R. 
commission will be established to formulate proposals 
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in respect of private German property, evaluated at 

DM 28 million. 

Sources: Frankfurter Allgemeine Zeitung, Frankfurt 
am Main, Germany, May 8, 1958; Neue 
Ziircher Zeitung, Ziirich, Switzerland, May 14, 
1958. 


Trade Agreement Between Ethiopia and India 

A trade agreement signed by Ethiopia and India on 
April 18, to come into force immediately, will be valid 
until the end of May 1959; however, it may continue in 
force for a further period of one year, subject to any 
modifications. The agreement provides for most- 
favored-nation treatment in regard to customs duties, 
other taxes on imports and exports, and customs regu- 
lations and formalities. A list of articles available for 
export from either country will be exchanged peri- 
odically. The possibility of closer economic cooperation, 
particularly the sharing of technical knowledge, experi- 
ence, and training facilities, will be explored by the 
two countries. Also, the two Governments will en- 
courage contacts between traders and trading organ- 
izations. 

India, the United States, Japan, and Italy are the 
four largest suppliers of goods to Ethiopia. Indian 
exports to Ethiopia amounted to about $7.7 million 
in 1956 and to $6.2 million in the first nine months of 
1957; they consisted mainly of cotton textiles and yarn, 
jute manufactures, aluminum products, spices, oils, and 
fats. Ethiopian exports to India—raw hides and skins, 
grains, and pulses-—have so far been on a small scale. 
Sources: Reserve Bank of India, Indian News Digest, 

Bombay, India, May 1, 1958; Middle East 
Economic Digest, London, England, May 2, 
1958. 


Barter Agreement Between Afghanistan and the U.S.5.R. 

Trade of Afghanistan with the Soviet Union continues 
under the terms of a trade agreement which was renewed 
for the seventh year on February 13, 1958. This is 
apart from the equipment being supplied by the Soviet 
Union under the $100 million credit given in Decem- 
ber 1955. Under the trade agreement, imports will 
continue to be primarily light industrial goods and 
communications equipment, and exports will be wool, 
lambskins, fruits, and spices. 

Source: Middle East Economic Digest, London, Eng- 
land, May 2, 1958. 


Far East 


Import Licensing Policy in India 
Import licenses issued by India’s Import Trade Con- 
trol Organization, under the Ministry of Commerce and 
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Industry, during the licensing period October 1957- 
March 1958 were valued at Rs 2.99 billion (US$628 
million), compared with Rs 3.84 billion ($806 million) 
during the six months January-June 1957. The value of 
import licenses issued during July-September 1957 was 
Rs 1.31 billion (see this News Survey, Vol. X, p. 302). 
Source: Reserve Bank of India, Jndian News Digest, 
Bombay, India, May 1, 1958. 


Industrial Promotion in Thailand 


In order to encourage individuals to engage more in 
industrial activities in Thailand, the Committee for 
Promotion of Industry has announced that any industry 
now being carried on by the Government will be turned 
over to individuals who prove their ability to manage 
the: industry. The: transfer of ownership will be made 
through the sale of shares. Also, any industry whose 
output meets domestic consumption needs and is of 
good quality will be free from government competition. 
Source: Bank of Thailand, Economic and Financial 

News Survey (in Thai), Bangkok, Thailand, 
December 1957. 


Taiwan's Rice Crops 


The Provincial Food Bureau in Taiwan has an- 
nounced that rice production in 1957 totaled 1,839,000 
metric tons, the highest in the history of Taiwan. 
Although farmland planted to rice in 1957 was 362 
hectares less than the 1956 figure of 783,628 hectares, 
a higher unit yield resulted in the 1957 total output 
increasing by nearly 3 per cent. The higher unit yield 
is attributed to such factors as good pest control, prompt 
application of fertilizers, and fewer typhoons. The 1957 
record comprised 931,700 metric tons of unpolished 
rice from the first crop and 907,300 tons from the 
second crop. 

Source: Chinese News Service, Press Release, New 
York, N.‘/., April 29, 1958. 


Industrial Loans in Korea 


The Korean Reconstruction Ministry will soon start 
receiving applications for assistance under the US$3 
million small industry development fund financed with 
ICA aid for 1957-58. A joint screening committee will 
be established to examine the bids. A major determi- 
nant in the screening will be the amount of hwan that 
the applicant himself is ready to contribute toward the 
proposed project. The minimum hwan deposit required 
for assistance will be 20 per cent of the total cost of 
the project. 

Another new development is the cut in interest rates 
on loans advanced by the Korean Reconstruction Bank 
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to government-controlled essential enterprises, which 
has been proposed by the Korean Ministry of Commerce 
and Industry. The proposal is designed to help place 
the country’s hard pressed basic industries on a sounder 
commercial basis. The Ministry is proposing that the 
interest rates for industrial loans by the Bank be low- 
ered to 5 per cent, from the present 10-15 per cent, 
and that rates for counterpart funds loaned through the 
Bank be reduced to 3 per cent. It is reported that loans 
by the Bank to government corporations have amounted 
to more than 31 billion hwan. Without a drastic cut in 
interest rates, these enterprises would be unable to tide 
themselves over the present financial straits. 

Sources: The Korean Republic, Seoul, Korea, May 12 

and 14, 1958. 


Money Supply in Indonesia 


Indonesia’s money supply increased in 1957 by 
Rp 5.5 billion, or by 41 per cent, to Rp 18.9 billion; 
in 1956, the increase was Rp 1.2 billion, or 10 per cent. 
Of the total expansion in 1957, Rp 2 billion was in the 
last quarter of the year. An increase during the first 
four months of 1958 of Rp 0.9 billion in a knotes in 
circulation, which have always constitute: (ve largest 
part of Indonesia’s total money snpj'y. ‘: Jivates that 
the money supply is continuing io expand. 


The principal element in the monetary expansion in 
1957, as in most other postwar years, was the fiscal 
cash deficit of Rp 5.8 billion, which was financed pri- 
marily by borrowing from the central bank. Another 
expansionary factor was the increase of Rp 2.2 billion 
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in domestic private credit extended by the banks. Con- 

tractionary influences were a decrease of Rp 1 billion 

in foreign exchange reserves owing to adverse balance 

of payments developments and of Rp 1.5 billion stem- 

ming from miscellaneous causes. 

Sources: Bank Indonesia, Bulletin, No. 14, Febru- 
ary 1958, and Abridged Balance Sheets, as 
of December 31, 1957 and April 30, 1958, 
Djakarta, Indonesia. 


United States and Canada 


Business Conditions in the United States 


The gross national product of the United States fell 
by $10.6 billion in the first quarter of the year, to a 
seasonally adjusted annual rate of $422 billion. This 
was $18 billion less than the peak rate that had been 
attained in the third quarter of 1957. The largest 
decline from the fourth quarter of 1957 was in outlays 
for producer durable equipment and inventories. In- 
ventory liquidation totaled $9 billion (at seasonally 
adjusted annual rates), compared with $2.7 billion in 
the last quarter of 1957. Producer durable equipment 
fell to a seasonally adjusted annual rate of $27.5 billion 
in the first quarter of this year, from $30.0 billion in 
the fourth quarter of 1957. Other components of gross 
private investment—residential and nonresidential con- 
struction—also declined. Personal consumption expen- 
ditures fell by $1.2 billion, to an annual rate of $281.2 
billion. The decline was due to durable goods; expen- 
ditures on nondurable goods and services rose a little. 
Purchases of goods and services by state and local gov- 
ernments increased, while federal purchases dropped 
slightly; thus total government purchases of goods and 
services in the first quarter, at $87.5 billion, were $0.5 
billion higher than in the fourth quarter of 1957. 

The Federal Reserve Board’s seasonally adjusted 
index of industrial production declined two points fur- 
ther in April, to 126 per cent of the 1947-49 average. 
This was 12 per cent below the April 1957 index and 14 
per cent below the peak reached in December 1956. 
Output of durable manufactures and minerals continued 
to decrease, while production in the nondurable goods 
industries was about the same as in March. 

The increase in total civilian employment, from 62.3 
million in March to 62.9 million in April, was less than 
usually occurs between those two months (see this 
News Survey, Vol. X, p. 358). The customary spring 
rise in agricultural employment accounted for most of 
the increase in April; nonagricultural employment in- 
creased only slightly, to 57.3 million, which was 1.3 
million below the April 1957 figure. Employment in 
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manufacturing fell by 270,000—considerably more 
than is usual in April—to 15.1 million. As in previous 
months, the decline was sharpest in the durable goods 
sector, where severe reductions continued, particularly 
in the automobile, steel, and machinery industries. 
Employment in the nondurable goods sector dropped 
further from the low level to which it had fallen in 
March. The average workweek at factories declined 
about seasonally, to 38.3 hours, and was 1.5 hours 
shorter than in April 1957. 

Retail sales, seasonally adjusted, increased by 2 per 
cent from the reduced February-March level and nearly 
equaled the rate that had been reported a year earlier. 
Manufacturers’ and distributors’ inventories, which had 
continued to decline in March, probably moved down- 
ward again in April. The value of new orders received 
by manufacturers, after adjustment for.seasonal changes, 
showed a further small decrease in March. 

Total credit at city banks increased by about $2 bil- 
lion between early April and early May. Holdings of 
U.S. Government securities rose substantially, but total 
loans declined owing to reductions in business loans 
following the usual expansion during the tax period in 
March. Excess reserves of member banks exceeded 
borrowings from the Federal Reserve Banks by about 
$500 million during the latter part of April and early 
May. In this period, reserves supplied to banks, prin- 
cipally through reductions in reserve requirements and 
purchases of U.S. Government securities by the Fed- 
eral Reserve System, were absorbed largely by heavy 
gold outflows (see this News Survey, Vol. X, p. 353) 
and by increases in required reserves resulting from an 
expansion of deposits. 


Sources: The Journal of Commerce, New York, N.Y., 
May 14, 1958; Board of Governors of the 
Federal Reserve System, National Summary 
of Business Conditions, May 14, 1958, and 
Department of Commerce, Current Popula- 
tion Reports, Labor Force, May 1958, Wash- 
ington, D.C. 


Uranium Sales in Canada 


Canada’s uranium mines have recently been authorized 
to sell, on their own, any surpluses that they might have 
above their contract with the government agency, Eldo- 
rado Mining and Refining, which previously held the 
monopoly for uranium sales. The mines are encouraged 
to make sales of the most processed form of uranium 
possible. Exports, however, are subject to a permit 
from the Atomic Energy Control Board and the Depart- 
ment of Trade and Commerce. These permits may be 
issued for individual sales of up to 250 pounds for use 
in testing and research. Total sales to countries which 
have no cooperation agreement with Canada for the 
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development of peaceful uses of atomic energy are 

limited to 2,500 pounds. 

Source: The Financial Post, Toronto, Canada, May 10, 
1958. 


Other Countries 


Australian Wool Prices 


A slight recovery in wool prices at Australian auctions 
just before sales were interrupted by the Easter holidays 
in early April was not maintained when sales were 
resumed. Values for fleece wools fell by between 5 per 
cent and 10 per cent; and a new low point for the season 
was reached at the end of April, when current values 
were between 28 per cent and 34 per cent lower than at 
the beginning of the season. In the nine months ended 
March, 3.48 million bales realized £A 281.53 million, 
£A 74.24 million less than a slightly larger volume 
brought in during the same period last year. The aver- 
age price of 66.32 Australian pence per pound was 18 
per cent lower than the 80.76 pence averaged last year. 


Source: Bank of New South Wales, Review (Wool 
Notes), Sydney, Australia, April 30, 1958. 


Australian Basic Wage 


The federal basic wage in Australia is to be increased 
by Ss. a week from May 21 as the result of a judgment 
of the Commonwealth conciliation and arbitration com- 
mission. The increase was granted by a 2 to 1 majority, 
the third member believing that a substantially higher 
increase was justified. The majority stated that, because 
of serious losses on account of drought and the fall in 
the prices of wool and other exports, the increase should 
be limited to 5s. After the increase, the average federal 
basic wage for the six capital cities will be £A 13 |s., 
rates in the various capitals ranging from £A 13 8s. in 
Sydney to £A 12 3s. in Brisbane. Women workers under 
the federal award will receive an increase of 3s. 9d., 
and juniors and apprentices will receive proportional 
increases. About 1,350,000 workers will benefit. The 
commission refused to restore the quarterly cost of 
living adjustments which were suspended in Septem- 
ber 1953. 

Source: The Times, London, England, May 13, 1958. 


South African Gold and Uranium Production 


South Africa’s gold production in the first quarter of 
1958 amounted to 4,206,047 fine ounces valued at 
£52.27 million; this compares with 4,103,825 fine 
ounces worth £51.11 million in the first three months 
of last year. The native labor force in the mines at the 
end of March 1958 totaled 333,862, compared with 
342,840 a year earlier, and the average daily output 
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of gold in March 1958 was 55,049 fine ounces, com- 
pared with the average of 54,055 fine ounces in 
March 1957. 

Uranium exports in the first quarter of 1958 were 
valued at £14.40 million, £3.78 million higher than in 
the first three months of 1957. The South African Min- 
ister of Mines has announced that the Combined Devel- 
opment Agency will not purchase more than 6,200 tons 
—this is presumably uranium oxide—from South Africa 
during the year starting July 1. Any uranium output in 
excess of 6,200 tons which is produced in South Africa 
may be sold elsewhere. Last year’s uranium output— 
all of which was sold to the Agency—was 5,709 tons. 
The official statement said that during the current year 
practically all the uranium plants approved by the 
Agency have been operating at about or above their 
designed capacity. The figure of 6,200 tons for annual 
purchases ensures that the plants will continue to 
operate at about their present rate. There are now 23 
gold mines in South Africa which are producing 
uranium. 


Sources: The Standard Bank of South Africa, Limited, 
The Standard Bank Review, May 1958, and 
The Financial Times, May 10, 1958, London, 
England. 


Development Expenditure in Rhodesia and Nyasaland 

The revised development plan for 1957-61 of the 
Federation of Rhodesia and Nyasaland reduces the 
total of planned development expenditure for the four- 
year period to £121,727,000, about 12 per cent below 
the £137,660,000 originally planned. The reduction 
had to be imposed because of a drop in the Federation's 
financial resources—particularly revenue from copper 
and loans from the London capital market. The largest 
individual cut is £10 million, to £28.8 million, in expen- 
diture by Rhodesia Railways. Proposed expenditure on 
the Kariba hydroelectric scheme remains unchanged. 
Source: The Financial Times, London, England, 

May 6, 1958. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 
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